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SUMMARY··

Maintaining end-user access to universally available service

and a high level of subscribership are worthy objectives with

which no one would argue. However, the cost of achieving the

current 94% penetration rate is substantial and may be higher

than necessary. until the Commission allows LECs to rid their

rate structures of billions of dollars of implicit support

through a complete overhaul of universal service, the Commission

should avoid ordering costly and unfunded mandates in a

diminishing-return pursuit of the remaining 6%. Instead of

acting in this proceeding with its limited scope, the Commission

should immediately open a comprehensive proceeding to address

universal service as a whole in today's rapidly changing,

competitive environment.

The Commission's concern about the inability of customers to

control their own toll usage is well-intentioned and

understandable. Nevertheless, the proposed solution of

affirmatively prohibiting disconnection for failure to pay is a

"solution looking for a problem." The current practice has

served the pUblic interest and should remain undisturbed.

Moreover, the LECs have other means of helping customers

control their toll usage. Among those are Toll Restriction

service and Prepaid Calling Cards. Southwestern Bell is also

developing software that would monitor a subscriber's

•• The abbreviations used in this Summary are as defined in
the main text.
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account and establish a limit on the amount of toll that can be

used. The Commission should depend upon such innovations and the

effects of competition to provide any further solutions to the

situation cited by the Commission.

with regard to the penetration rate of any particular

socioeconomic or ethnic group, Southwestern Bell believes that

the Commission's ability to address this issue is extremely

limited. Instead, LECs and others are better positioned to

address those situations, where warranted, as demonstrated by

Southwestern Bell's successful subscribership campaign with

Hispanic customers in Texas. To the extent that there are groups

that are seen as "underserved," they will be increasingly seen as

market opportunities with advancing competition and will attract

targeted programs by existing and new market entrants.

In addition to the imprecisions in the penetration rate

calculation that may tend to overstate the true rate, there are

also factors working in the opposite direction to understate that

rate.

The Commission should avoid favoring or mandating one

technology over any other in the provision of universal service.

- ii -
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Southwestern Bell Telephone Company ("Southwestern Bell" or

"SWBT"), by its attorneys, files these Comments in response to

the Commission's Notice of Proposed Rulemaking ("NPRM") which

presents initiatives aimed at increasing connection and

reconnect ion to, and reducing disconnection from the pUblic

switched telecommunications network. southwestern Bell urges the

Commission to refrain from ordering costly mandates that will

only raise the cost of universal service for many, while

benefitting very few. More cost-effective alternatives currently

exist and more are becoming available to address these issues.

In these Comments, Southwestern Bell addresses specific

Commission questions and describes some of the products and

processes Southwestern Bell is implementing to improve

subscribership in its service areas.

I. INTRODUCTION

No one would take issue with the Commission's objectives of

maintaining end-user access to universally available service and

a high level of telephone subscribership to that "universal
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service. "I with the NPRM, the Commission is primarily addressing

the latter objective, although also seeking suggestions on

unserved areas.

The Commission has rightly concluded that a telephone

penetration level of 100% is not now possible, nor likely to be

achieved in the future. studies demonstrate that there are some

people who choose not to have landline telephone service in their

homes. 2 Those personal decisions and preferences must be

respected, and any governmental attempt to convince them

otherwise would be over-intrusive and over-reaching.

On the other hand, substantially all who want telephone

service have access to it. According to the latest surveys,

about 94% of households nationwide subscribe to local telephone

service. The issue with which the Commission is confronting

itself is how to reach the remaining 6%. The Commission has made

several observations and subsequent proposals in an attempt to

move the penetration rate closer to 100%. However, the

Commission does not sufficiently acknowledge the more practical

issue: at what cost?

I Southwestern Bell understands that the Commission's
proposals are aimed at increasing the penetration rate and
availability of basic local residential service. The Commission
should thus expressly state that only basic residential service
is sUbject to any rules adopted in this docket.

2 "six Myths of Telephone Penetration" by M. Mueller & J.
Schement, Feb. 23, 1995, Myth #5 (unpublished manuscript).
Survey data show that some consumers view the telephone as a
vehicle for privacy invasion and intrusion. Some studies show
that some simply have different priorities, and would rather use
discretionary income for entertainment (~, cable television,
movie rentals).
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Southwestern Bell fears that mandated pursuit of that 6%

would be subject to the law of diminishing returns at the expense

of current subscribers -- the quest could well be relatively much

more costly than prior efforts with success much less certain.

Those costs would not only be generated by activities aimed at

those whom the Commission intends to benefit with its various

proposals, but also by the increased fraud and uncollectibles

that the industry would experience as a whole. All of the costs

of that pursuit would likely fall to those end-users who actually

pay their bills.

Those paying end-users already generate universal service

support of over $17 billion a year. 1 In spite of numerous

pleadings entreating the commission, it has steadfastly avoided

addressing the big picture of universal service support. until a

comprehensive approach to universal service is taken,

Southwestern Bell urges the Commission to avoid mandating new

piece-meal efforts that increase the already substantial support

flows and make the urgently needed universal service solution

that much more complex.

Moreover, any proposal adopted by the commission in this

proceeding may need to be changed when universal service is

inevitably addressed in a comprehensive docket. For example,

allowing market forces to set local exchange carrier ("LEC")

3 See Appendices 3 and 4 to Southwestern Bell's Comments
filed in response to Part 36 of the Commission's Rules and
Establishment of a Joint Board, Notice of Inquiry, CC Docket No.
80-286, released August 30, 1994.
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access prices might mitigate any concern that interstate long

distance charges are a reason for disconnection from the network.

Depending upon whether interexchange carriers (nIXCs") flow

through the decrease, LEC access price reductions could translate

into long distance price decreases, thereby reducing the need to

adopt changes in disconnection rules.

In sum, this proceeding is addressing a small part of the

universal service equation. changing that portion is not likely

to change the results but will complicate matters. It is time to

step up to the fact that universal service as a whole must be

addressed. By looking at universal service concerns in a

comprehensive proceeding, the Commission would be better suited

to consider drastically modifying long-standing pOlicies in the

context of the dynamic transition from a single-provider

environment to a mUltiple-provider marketplace. The Commission

should not take any further action with this NPRM until the

broader universal service issues are addressed in a comprehensive

proceeding that provides a concrete policy and a direction to

guide the industry and universal service objectives in today's

competitive marketplace.

Moreover, it is essential to note that alternatives to

regulatory mandates already exist and others are under

development to specifically address and improve consumers' chance

of remaining on the network. Herein lies the thrust of SWBT's

comments.
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Nevertheless, if the Commission decides to mandate new

approaches in an attempt to increase subscribership beyond the

already impressive 94%, it should move cautiously to ensure that

any mandate is narrowly targeted, cost-effective, and equally

applicable to all providers of local exchange service, whether

the incumbent LEC or a new market entrant. To fund those

mandates, the Commission should adopt industry-wide,

competitively neutral funding mechanisms, and not further burden

LEC rate structures with yet more implicit support.

II. EFFECT OF MARKET FORCES

The Commission has requested comments discussing the effects

of market forces on universal service" 4 Southwestern Bell

believes that increasing competition in all segments of the

telecommunications industry is inevitable and that market forces

must be allowed to drive the process in each segment.

Southwestern Bell firmly believes that the marketplace should

also be depended upon to maximize universal service objectives.

Reliance on marketplace forces will ultimately ensure the most

economically efficient prices and resource allocation for all

services, including basic local, toll, and access services.

To date, however, market forces are being stifled in that

LECs are prohibited from pricing their services to the market.

Prices for some services -- access, toll, local business -- are

instead kept artificially high and averaged in order to generate

4 NPRM, para . 6 .
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implicit universal service support flows used to keep basic local

residential service prices artificially low. The efficiency and

consumer benefit objectives that the commission and state

regulators are seeking by encouraging competitive entry are being

compromised by continued aSYmmetrical regulation of incumbent

LECs and a mandated pricing structure that has resulted from over

100 years of regulation. 5

Southwestern Bell contends that unleashing market forces to

shape the pricing of telecommunications services is the most

economically efficient approach to benefit the greatest

proportion of consumers. Prior to adopting any of the proposals

being considered with the NPRM, the Commission should quickly

allow LECs pricing flexibility. By allowing the market to

operate, the competitive goals that the Commission has adopted

will be furthered as economically efficient resource allocation

5 The price being paid to suppress those market forces
consists not only of inefficient LEC pricing, but also
inefficient entry by other providers into those markets with
artificially high prices while preventing efficient entry into
markets where prices are artificially low. The pattern of
competitive entry thus far focuses on densely populated
metropolitan areas where costs are relatively low and prices
artificially high. If LEC prices are permitted to move as
dictated by competition, only those potential entrants having
cost structures at least as efficient as those of the incumbent
LEC will successfully enter access and local exchange markets and
cause prices to decline to the obvious benefit of consumers.
However, even if the incumbent LEe is the most efficient provider
in certain geographic markets, consumers will still pay at least
minimally efficient prices reflecting the actual cost of LEC
service.

On the other hand, there are likely markets where
competitive entry is being restrained by the artificially low
prices that the regulatory rate structure has dictated.
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and prices result and as efficient competitive entry becomes much

more likely.

Most importantly in this context, the need for universal

service support may actually decrease. The present universal

service mechanisms support basic local rates for all customers

even though not everyone needs that support to afford basic local

service. Allowing LECs pricing flexibility is a necessary step

to eliminate unnecessary and inappropriate support, and to

determine what support is really needed. continuing to use

artificial regulated pricing to generate over $17 billion a year

in implicit support6 hides the real need for that support and

jeopardizes the benefits of true competition. Before the

Commission considers increasing universal service support flows

with its proposals here, pricing flexibility must be given an

opportunity to reduce that support flow.

III. TARGETED ASSISTANCE PROGRAMS

Southwestern Bell recognizes that the prices necessary to

recover the cost of providing basic local residential service in

specific high-cost areas might not satisfy universal service

social policy objectives established by the Commission or the

relevant State regulator. For that reason, existing Lifeline and

Link-Up programs, which target support to selected, low-income

consumers, regardless of place of residence (~, urban,

SUburban, rural), would likely need to be continued and enhanced.

6 See Appendix 3 to Southwestern Bell's NOr Comments.
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More general explicit support mechanisms similar to the Universal

Service Fund ("USF") might also be required to ensure affordable

local exchange prices for consumers residing in specific high

cost areas. The development of new (and/or modification of

existing) explicit support mechanisms to ensure affordable local

exchange prices and financial support to the "carrier of last

resort" will likely need to be an integral part of

telecommunications universal service policy even in the presence

of market-determined prices. However, permitting market forces

to first establish competitive price levels will minimize the

number of mechanisms needed and their size, as well as maximize

overall consumer welfare.

Targeted assistance programs such as Lifeline and Link-Up

are thus important elements in the effort to ensure universal

service. As competition inexorably forces the unraveling of the

current implicit support built into LEe service prices and more

market-based prices ensue, Southwestern Bell envisions the role

of targeted support becoming more vital as the support now

provided to all customers is replaced with targeted assistance to

only those with demonstrable need in affording market-based

prices.

IV. IMPROVING LIFELINE PROGRAM

One particular way to increase the success of the Lifeline

program would be to eliminate implicit funding mechanisms for the

State match. In the States in which Southwestern Bell operates

that have a Lifeline program as well as many others, the explicit
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support to Lifeline customers is funded by implicit support

buried in other LEC rates. Instead of having an explicit charge

to fund the explicit Lifeline support, the state match of the

federal subscriber line charge (t1SLCtI) waiver is fUlly absorbed

into the rates paid by the general body of ratepayers. with this

type of implicit funding mechanism, LECs have little incentive to

expand or promote Lifeline programs since that effort increases

the intraservice support to the detriment of the competitive

services that are already overly burdened with support costs

built into regulated prices.

Southwestern Bell proposes that the State match for Lifeline

participants be either funded through general State revenues, or

recovered explicitly on a competitively neutral basis from all

telecommunications providers within the State, perhaps using a

customer surcharge on retail billed units, such as minutes of

use. 7 Restructuring Lifeline so that the State match is not

simply an incremental expense to the provisioning LEC would

encourage LECs to more actively seek qualified, new subscribers.

The explicit funding mechanism used in California is a good

model, with the possible exception of the use of non-local

revenues as a funding basis. The state match in California is

funded through a "Universal Fund" administered by the California

Public utility commission. The Universal Fund is supported by a

7 The surcharge should be applied to retail billed units,
such as minutes of use, to ensure that customers pay
proportionate surcharge amounts regardless of the cost per
minute.
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surcharge of 6% on all non-local calls within California; all

customers business and residence, including Lifeline customers

-- pay the surcharge. Southwestern Bell believes that the

participation in the Lifeline program by Californians8 can be

partially attributed to the manner in which the California plan

is financed. Southwestern Bell supports such progressive funding

of Lifeline as a means to improve participation in this program. 9

other limitations that Southwestern Bell has experienced

with its Lifeline programs relate to the eligibility criteria

used by States and how the programs are administered. To the

extent that Lifeline eligibility is not based on pure economic

need, then the program is missing part of its intended target.

For example, if only the economically disadvantaged in certain

segments of the population are eligible (~, the elderly),

others who also need help to afford basic service are ignored.

In light of the various market segmentation studies on telephone

sUbscribership, the States should review eligibility criteria to

ensure that the Lifeline program is appropriately targeted.

After eligibility criteria are set, administration of Lifeline

programs should be principally left to the carriers providing

local exchange service. Since contact with the customer will

8 Some 2.3 million of the 4.4 million Lifeline participants
nationwide reside in California.

9 Southwestern Bell nevertheless hesitates to label the
Lifeline program in California an unqualified success. Nearly
20% of all California residence subscribers are Lifeline
participants. Given the relatively low rates for local service
in California, that penetration rate seems to suggest that the
qualifying criteria may be too easy to meet.
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occur in any event, LECs are in the best position to determine

subscriber eligibility and to ensure appropriate enrollment.

Although these suggestions may be beyond the Commission's

purview, it should understand and consider systemic frictions

like these that work against the success of the Lifeline program,

and work to eliminate them where possible.

The Commission's question regarding whether Lifeline should

be extended to include certain non-profit multi-line customers is

beyond the scope of Lifeline's purpose. The difficulty for

schools and libraries is not access to basic local residential

service (for which Lifeline is designed), but access to enhanced

capabilities that broadband service can provide. Lifeline should

remain concentrated on accomplishing its purpose of offering

assistance to those who otherwise might not be able to afford

basic local residential service. other mechanisms are being

developed and used to provide enhanced functionality to pUblic

institutions. 10

V. SOCIOECONQMIC, GEOGRAPHIC AND DEMOGRAPHIC IMPACT ON
SUBSCRIBERSHIP

The Commission has encouraged comments on the reasons for

the fact that subscribership is much lower in certain geographic

areas and among certain demographic groups.1I statistical data

10 For example, in the states in which Southwestern Bell
provides local service, state regulatory plans include agreements
that help assure broadband services for schools, hospitals, and
other public institutions.

11 NPRM/NOI, para. 1.
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clearly demonstrates that low levels of subscribership can be

attributed to two categories of factors -- those relating to

income and those relating to cultural differences. For example,

levels of educational attainment, socioeconomic status and

housing tenure show a positive relationship with telephone

subscribership. Past experiences in a consumer's country of

origin may result in being relatively uninformed about basic

phone service, or perceiving telephone service to be a luxury

rather than a necessity. Many customers of varied origins also

may prefer using payphones and calling cards, or simply borrowing

a neighbor's phone. Changing these customer attitudes is clearly

outside of the Commission's power. AChieving a higher

penetration rate is thus likely to be quite difficult since

improving underlying socioeconomic reasons and eliminating

cultural biases transcend the influence of the Commission and

telecommunications regulation. Focusing on the availability of

basic residential service with aid to those whose incomes are

insufficient to afford basic service may be the Commission's most

effective means of maximizing overall subscribership.

At the same time, Southwestern Bell is taking actions on its

own initiative to address cultural differences which may limit

subscribership. Southwestern Bell's experience to date has

largely been limited to the Hispanic community. As reflected in

the JUly 1994 Bureau of the Census statistical Brief, nationwide

12% of Hispanics do not have a phone in their home. Southwestern

Bell has a large Hispanic population in its service areas who are
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influenced by a different culture where in-home telephone service

has not historically been considered a necessity.

To address this cultural difference, Southwestern Bell

developed a comprehensive marketing program aimed at Hispanic

households. Called the "Hispanic Primary Access Line" program,

the campaign uses Spanish-language mass media advertising,

bilingual informational literature, and extensive outreach

activities to inform the Hispanic market on the importance and

affordability of phone service in their home. In each market,

typically the mass media advertising airs annually over a 7-month

period to provide the Hispanic market tremendous exposure to the

message that telephone service is both affordable and convenient.

The program has been a clear success. Since 1993, the

program has been implemented in five major Texas markets having a

significant Hispanic population: Houston, San Antonio, El Paso,

McAllen/Brownsville and Austin. Over 30,000 Hispanic households

have added telephone service, most for the first time, and

Southwestern Bell has observed an increase in the Hispanic phone

penetration rates in Texas. In light of those results,

Southwestern Bell will begin this campaign in the Dallas/Fort

Worth metroplex in 1996.

Efforts such as these are initiated because of marketplace

conditions, and not governmental mandate. As local competition

continues to increase,12 Southwestern Bell fUlly believes

12 Ten (10) companies have recently filed to provide local
exchange service in Texas in reaction to a newly enacted State
law. Affiliates of Metropolitan Fiber Systems, Inc., Teleport
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population segments with low penetration rates will be targeted

by incumbent LECs and new entrants alike. New marketing

approaches and service offerings will undoubtedly be aimed at

different cultural and ethnic groups. Indeed, Southwestern Bell

is considering the use of marketing efforts similar to the

"Hispanic Primary Access Line" program aimed at other such groups

in the hope of increasing access line penetration within those

groups. This benefit of competition in expanding subscribership

should not be ignored by the Commission, which should allow the

market to address lower subscribership market segments without

government mandates.

VI. PENETRATION RATE MEASUREMENTS

Questions have been raised about the accuracy of the

penetration rate calculation for residences, with various factors

cited that may work to overstate the penetration rate. There are

also factors that understate the penetration rate. For example,

Southwestern Bell has found that a growing number of customers

who work out of their homes are sUbscribing to local business

service and forgoing the purchase of additional, residential

service. These customers are not accounted for in the

residential subscribership study counts and as their numbers

continue to grow, their purchasing choice will have a greater

impact on the results of these studies.

Communications Group, LDDS, and MCT Communications Corporation
are among those companies.
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VII. PROPOSALS TO INCREASE SUBSCRIBERSHIP

A. Prohibition Against Using Unpaid Interstate Charges to
Effect Service Eligibility

The Commission proposes to abandon the long-standing

practice of disconnecting local exchange service due to non-

payment of interstate toll charges. When the practice last came

before the Commission nine years ago in the context of the

detariffing of LEe billing and cOllection,13 the Commission

deferred to state regulatory authorities on the basis that "the

practicalities weigh in favor of state resolution"M in the face

of n(t]he consensus among virtually all categories of

commenters. "15 Those practical i ties persist, and provide the

most compelling reason for rejecting the disconnection proposal.

The most practical of reasons is that the disconnection

proposal simply will not increase subscribership levels. So long

as customers can be disconnected for failure to pay intrastate

toll and other regulated intrastate charges or refused service

for past unpaid bills, the fact that such action is not taken due

to interstate charges will have no practical effect. The

practicalities relied upon by the Commission in the Detariffing

Order still clearly weigh in favor of deferring to the states.

13 Detariffing of Billing and Collection services, CC Docket
No. 85-88, Report and Order, 102 FCC 2d 1150 (1986) ("Detariffing
Order"), recon. denied, 1 FCC Rcd 445 (1986).

14 Id., p. 1176.

15 I d., P . 1165.
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Reversing this policy would be arbitrary and ineffective while

merely raising industry costs.

Obviously, each LEC's self-interest lies in maintaining a

(paying) customer on its network. Disconnection has been

responsibly and sparingly used by LECs as a "last resort"

taken only after other extensive collection efforts have been

attempted and proven unsuccessful. In fact, less than 0.1% of

Southwestern Bell's customers experience disconnection for non

pay over the course of a year (many of which are "repeat

disconnects"). There is absolutely no indication that the pUblic

has been abused by the long-standing practice of disconnecting

local service for nonpayment of toll charges. Given the lack of

any pUblic outcry about the disconnect practice, this proposal

amounts to a "solution looking for a problem."

Disconnection has instead proven to be a "solution matched

to a problem." The practice has been effectively used and

managed by LECs and IXCs, as businesses, to combat toll fraud and

to hold down the amount of uncollectibles, thereby helping reduce

upward pressure on rates. The current practice has historically

served, and continues to serve, the pUblic interest by keeping

industry costs and resulting customer rates lower than otherwise,

as well as by minimizing customer confusion. Those effects have

undoubtedly been a factor in the increase in penetration rates

that have occurred since deferring to the states in 1986. .Any

potential policy reversal in the face of the demonstrated

soundness of the current deferral policy would be unwise.
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This is especially true since the proposal does not account

for the wide array of opportunities that LECs such as

Southwestern Bell already make available under existing rules and

programs to customers who express an inability to pay their

telephone bills. Before forcing such a change on the industry,

the Commission should explore the efficacy and possible

refinement of those programs and services which are available to

individuals who want telephone service and use it in a

responsible manner.

B. Toll Restrictions

Southwestern Bell already provides Toll Restriction, an

offering for those customers who are concerned about toll

charges. Toll Restriction is a Southwestern Bell-provided,

central office-activated option that prohibits anyone from

originating a direct dialed ("1+," "10XXX") or an operator-

assisted ("0," "0+") outgoing long distance call from the access

line with the restriction. '6 Any such calls, when attempted, are

routed to a central office announcement that informs the dialing

party that long distance calls are restricted from that line.

Toll Restriction service also restricts certain outgoing usage-

sensitive local calls such as "10XXX," "900/976," "1+411,"

"1+500," "1+700," and "1+555." Calls to "1+800" and "1+" calls

to LEC administrative services (~, business office, repair

bureau) are still allowed. Toll restriction is offered at a

16 Certain residence lines (~, party lines) are
ineligible.
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nominal charge from the General Exchange tariffs filed in each of

the five states in which Southwestern Bell provides local

service. 17

c. Billed Number Screening

Another service designed to reduce unauthorized toll usage

and fraud is Billed Number Screening ("BNS"). with this free

service, customers can block billing of collect or third-number

calls to their account. Originating calls are screened by the

Operator Services System by launching a Line Information Database

("LIDB") query to determine if the called customer will accept

collect or third-number billing.

D. Deferred Payment Plans

Several of the State regulatory commissions in Southwestern

Bell's region have administrative rules regarding deferred

payment plans ("DPPs") that can be used in conjunction with toll

restriction. Southwestern Bell typically offers, upon request, a

DPP to any residential customer who expresses an inability to pay

his or her bill. In a one-to-one discussion, a Southwestern Bell

service representative and the customer discuss the customer's

circumstances and arrive at a mutual agreement on the payment of

certain amounts by specific dates. The agreed-upon DPP is always

confirmed in a letter mailed to the customer. So long as the

17 See the following Southwestern Bell General Exchange
Tariffs: Arkansas, Section 19.13; Kansas, Section 16.16;
Missouri, section 13.20; Oklahoma, section 12; and Texas, Section
18.
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customer follows that agreement, Southwestern Bell continues to

provide service. These opp procedures have contributed to the

extraordinarily low rate (0.1%) of Southwestern Bell's

disconnections of telephone service for nonpayment of long

distance service charges.

E. New Approaches Being Taken by SWBT

Notwithstanding the available programs and services,

Southwestern Bell is not complacent in this area. Good customer

relations and business sense dictate that new approaches be found

to help customers find solutions to their toll usage problems as

well as to help minimize uncollectibles. Based on an extensive

Southwestern Bell study, Southwestern Bell has recently begun

developing a new mechanized system called "Toll Revenue

Interactive Management System" (TRIMS). TRIMS is designed to

monitor overall toll usage and apply limits similar to commercial

credit card charge limits. TRIMS will, with consent, initiate

action to prohibit an account from dialing or receiving toll

calls for which that customer bears payment responsibility once

pre-defined limits are exceeded. Customers will be educated on

those limits when establishing service, and will have 24-hour, 7

day a week access to their available "balance" via Interactive

Voice Response or by contacting a service representative. Even

if the toll restriction is triggered, customers would retain the

ability to make local calls, including 911/E911 calls, at all

times. The restriction remains in place until either full

payment or partial payment of a sufficient amount is received.
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Initial plans call for the system to monitor the usage of unknown

risk and known risk customers, which represent approximately 10

15% of Southwestern Bell's residence customer base.

The principal customer benefit of TRIMS will be to protect

customers against unexpectedly high toll charges. If the

Commission concludes that customers are dropping off the

telecommunications network due to the inability to pay unexpected

toll charges, TRIMS directly and specifically addresses that

concern. Customers will be alerted to higher toll bills prior to

receiving the monthly bill and be able to take action while the

situation is still manageable and thus remain on the network.

Moreover, unlike the Commission's proposed "no disconnect" rule

which would necessitate the overhaul of multiple LEC support

systems and practices, TRIMS is sUbscriber-specific, non

disruptive, requires much less investment and expense, and would

require the adoption of few new administrative practices.

Business solutions such as TRIMS are a "win-win" solution

for LECs and consumers. For LECs, uncollectibles are controlled

at minimal expense, and customers stay on the network. For

consumers, toll usage can be better managed with disconnection

for failure to pay high toll charges made much less likely.

Southwestern Bell believes that this approach is a viable

solution to the problem of consumers disconnecting service due to

an inability to pay high toll charges. Business solutions like

TRIMS should be pursued rather than overly broad, costly, and

otherwise unsatisfactory regulatory fiats.
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F. Prepaid Calling Card

Yet another product offered by Southwestern Bell which can

significantly help consumers control charges for toll calls is

the Prepaid Calling Card. Recently introduced by Southwestern

Bell, a prepaid calling card is sometimes referred to as a debit

card because the customer pays in advance and calls are charged

against that prepaid limit as they are made. The Prepaid calling

Card thus acts as an alternative billing mechanism which allows

callers to place local and toll calls from telephones without the

use of coins, credit cards, traditional calling cards, or

automated or live operator assistance. The cards are attractive

to consumers for several reasons, inclUding the fact that the

user is assured that he/she cannot talk more than he/she can

afford to pay. In this way, Prepaid Calling Cards help meet the

calling needs of those with low income or non-permanent living

arrangements.

VIII. EXTENDING TELEPHONE SERVICE TO UNSERVED AREAS

The Commission has raised the possibility of using wireless

solutions to reach unserved areas. As an initial matter, the

Commission should continue to follow its practice of not

specifying the technology to be used in providing service. Those

decisions are business decisions that should remain within the

sole purview of the provisioning company.

That being said, the commission must recognize it is

addressing a very narrow issue. Within its established

boundaries, a LEC has an obligation to serve and thus must


